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KATZ, SAPPER & MILIER

Independent Auditors' Report

Board of Directors and Members
Monroe Hospital, LLC

We have audited the accompanying consolidated balance sheets of Monroe Hospital, LL.C and
Subsidiaries as of December 31, 2007 and 2006, and the related consolidated statements of
operations, members’ equity (deficit) and cash flows for the years then ended. These
consolidated financial statements are the responsibility of the Hospital's management. Our
responsibility is to express an opinion on these consclidated financial statements based on our
audits.

We conducted our audits n accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis. evidence supporting the amounts and disclosures in
the consoclidated financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinicn.

In our opinion, the conselidated financial statements referred to above present fairly, in all
material respects, the financial position of Monroe Hospital, LLC and Subsidiaries at
December 31, 2007 and 2006, and the results of their operations and their cash flows for the
years then ended in conformity with accounting principles generally accepted in the United
States.

The accompanying consolidated financial statements have been prepared assuming the Hospital
wiil continue as a going concern. As discussed in Note 2 to the consolidated financial
statements, the Hospital has experienced significant operating losses since inception and its total
liabilities exceed its total assets by a significant amount. in addition, the Hospital’s operating
cash flows are inadequate to sustain operations. This situation raises substantial doubt about the
Hospital s ability to continue as a going concern. The consoelidated financial statements do not
include any adjusuments that might result from the outcome of this uncertainty.
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MONROE HOSPITAL, LL.C AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
December 31, 2007 and 2006

ASSETS
20607 2006
CURRENT ASSETS
Cash $ 160,273 $ 709,077
Accounts receivable-trade, net 5,220,392 2,167,453
Inventories 1,190,936 1.257.475
Prepaid expenses and other 385,394 89.734
Totai Current Assets 0.557.015 4,223,739
PROPERTY AND EQUIPMENT, net 11.778.309 13.670.697
OTHER ASSETS
Restricted cash and investments 3,931,142 3.869.230
Deposits 926,020
Amounts due from affiliate 98_900 178,719
Goodwill 803,499
Total Other Assets 5.849.56] 4.047.949
TOTAL ASSETS § 24584 885 $21.942 383
LIABILITIES AND MEMBERS' EQUITY (DEFICIT)
CURRENT LIABILITIES
Line of credit borrowings $ 1,232,000
Current maturities of long-term debt 1,586,230 $ 2.085.623
Accounts payable-trade 1,670,858 2.960.554
Accrued expenses 1.612.429 631.697
Total Current Liabilities 6,121,326 5,678,174
LONG-TERM DEBT, less current maturities 26.692.156 13.213.227

Total Liabilities

MEMBERS' EQUITY (DEFICIT) {8.228.797)

18,891,401

3.050.584

TOTAL LIABILITIES AND MEMBERS' EQUITY (DEFICIT) $ 24 584 883

$.21.942.385

See GCC()H?}?OIT\’?‘HQ noles.
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MONROE HOSPITAL, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUE
Inpatient
Qutpatient
Emergency room
Surgery Center
Other
Gross Revenue

Less: Contractual adjustments

Total Revenue

OPERATING EXPENSES

Payroll, related taxes and benefits

Medical supplies

Office and other supplies
Occupancy costs
Advertising
Professional services

Depreciation and amoitization

insurance
Administrative
Other

Total Operating Expenses

Net Operating Loss

OTHER INCOME (EXPENSE)

Start-up costs
Interest income
Interest expense

Loss on sale of Surgery Center

Total Other Expense-Net

NET LOSS

See accompanying notes.

Years Ended December 31, 2007 and 2006

2007 % 2006 %
$ 14.228.463 3204 $ 1,587.173 19.58
16.264.808 36.63 3.816.512 47.07
10,906,086 24.56 1,347,471 16.62
180,731 0.41 1,195.139 14.74
2.823.172 6.36 161.755 1.99
74405260 100.00 8,108,070 100.00
(27.583.511) __ (62.12) (4.804.306) (39.23)
75.810.749 37.88 3,303,764 40.75
11,053,043 24,89 3,156,002 38.93
2.916.192 6.37 1.647.84 20.32
462,110 1.04 289,496 3.57
3.445.75) 12.26 1,456,140 17.96
412,753 0.93 216.476 2.67
3,844,456 8.66 1,063,932 13.13
2.014.716 4.54 224,471 271
141,796 0.99 112,870 1.39
683,028 1.54 219,188 270
447.882 1.0] 41.884 0.52
57.721.720 5343 8.430.308 103.98
(10.901.980) _ (24.55) (5.126.634) (63.23)
(2.717.380) (33.50)
227,157 0.51 254,118 3.13
(1,844.938) (4.13) (261.662) (3.23)
(1.842.753) (22.73)
(1.617.801) (3.64 (4.367.679) (36.33)
$ (12.319.781) _ (28.19) S (9.694.313) _ (119.56)




MONROE HOSPITAL, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF MEMBERS' EQUITY (DEFICIT)
Years Ended December 31, 2007 and 2006

2007 2006
MEMBERS' EQUITY AT BEGINNING OF YEAR $ 3,050,984 $ 8,789,395
Contributions from members 1,240,000 6,555,702
Repurchase of members' shares (3.000,000%
Net loss (12.319.781) (9.694.313)
MEMBERS' EQUITY (DEFICIT) AT END OF YEAR $ (8228797 % 3.050.084

See accomparyving notes.



MONROE HOSPITAL, LL.C AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31, 2607 and 2006

2007 2006
OPERATING ACTIVITIES
Net loss $ (12,319.781)  § (9,694,313)
Adjustments to reconcile net loss to net cash used by operating
activities:
Investiment eamings added 1o restricted cash and investments (61,912)
Loss on sale of Surgery Center 1,842,755
Depreciation and amortization 2.014.717 224,471
(Increase) in certain current assets: o
Accounts receivable-trade (3,052,939 (2,083,318)
Inventories 86,980 (1,257.475)
Prepaid expenses and other (295.660) (89,734)
Increase in certain current liabilities:
Accounts payable-trade (1,289,6596) 2 960 534
Accrued expenses 940.359 631.697
Net Cash Used by Operating Aciivities (14.177.923) (7.465.363)
INVESTING ACTIVITIES
Cash purchases of property and equipment (122,329 (621.132)
{Increase) in deposits (919.616)
Deposits to restricted cash and investinents (141,730)
{Increase) decrease in amounts due from affiliate 75.819 (178.719)
Net Cash Used by Investing Activities (962.126) (941.381)
FINANCING ACTIVITIES
Proceeds of long-term debr 16,286,406 1,232,500
Principal payvments on long-term debt {1,935.161) (34,848)
Cash distributions to memnbers for repurchase of shares (2,000,000
Cash contributions from members 240,000 6,990,000
Transaction costs paid (34.298)
Net Cash Provided by Financing Activities 14.591.245 6.133.336
NET DECREASE IN CASH (348,804) (2,253,588)
CASH
Beginning of Year 709.077 2.962.665
End of Year $ 160.273 v 709.077
SUPPLEMENTAL INFORMATION
Cash paid for interest § 1,745,306 $ 261,662
Noncash investing and financing activities:
Eguipment acquired tiuough capital lease obligation 13.238,74]
Distribution of note receivable from member 1,000,000
Sale of Surgery Center for cancellation of debt and a note payable 6,269,000

Assets acquired and Habilites assumed in the purchase of
a medical praciice 893,000
Woncash contribution of capital by former member 1.000.000

See accompaning neles.
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MONROE HOSPITAL, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES

The accompanying consolidated financial statements include the balances and transactions of Monroe
Hospital, LLC and its wholly-owned subsidiaries: Monroe Hospital Outpatient ASC, LLC and
Monroe Hospital Management, LLC {coilectively, the Hospital). All significant intercompany
balances and transactions have been eliminated from the consolidated financial statements.

Monroe Hospital, LLC, organized as an Indiana limited liability company in March 2005, is a 32-bed
acute care hospital located in Bloomington, Indiana. Hospital operations commenced in October
2006.

Moenroe Hospital Outpatient ASC, LLC is a single-member limited liability company organized in
October 20035 1o acquire 100% of the outstanding stock of a surgery center specializing in pain
management. The stock was acquired from a member for a total purchase price of $6,269,006. The
purchase was funded with cash of $1 million and debt of $5,265,000. The Hospital operated the
surgery center uniil October 2006, In December 2006, the Hospital sold the surgery center 1o the
original owner in exchange for the cancellation of the debt and a subordinated note payable of §1
million which was forgiven during 2007 (Note 4).

Monroe Hospital Management, LLC is a single-member limited liability company organized in April
2006, 10 administer tha Hospital’s payroll.

On October 1, 2007, the Hospital purchased certain assets and assumed certain Habilities of a medical
practice, incurting costs of approximately $893,000. The acquisition was funded through an increase
in debt.

Estimates: Management uses estimates and assumptions in preparing financial statements in
accordance with accounting principles generally accepted in the United States. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities and the reported amounts of revenues and expenses. Actual results could vary from the
estimates thai were used.

Financial Instruments, including accounts receivable, accounts payable and notes payable. are
carried at cost, which approximates fair vaiuve.

Caslr is maintained in bank deposit accounts which, at times, may exceed federally insured limits. To
date, there have been no losses inn such accounts,

Receivables and Credit Policies: The Hospital granis credit without collateral to its patients. most of
whom are local residents and most of which are insured under thivd-party payor agreements.
Accounts receivable represent the net realizable amoums due from patients, third-party payers and
others for services rendered. Accounts receivable are generally due within 30 days of the inveice
date. Balances outstanding more than 120 days past the inveice date are considered delinguent and
mayx be written-off or rured over to a collection agency hased on rhe specific circumsiances. The
carrving amount of accounis receivable is reducead by an allovwance that reflects management’s best
estimate of amounts that will ultimately not be collected based on historical credit losses and an
analysis of specific past due receivables.



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories are comprised of medical supplies stated at the lower of cost, as determined by the iirst-
in, first-out method, or market,

Property and Equipment are recorded at cost. Depreciation is provided by the straight-line method
over the following estimated useful lives:

l.easehold improvements 5 years
Computer equipment and software 5-7 years
Furniture. fixtures and equipment 5-7 years

Marnagement reviews property and equipment for impairment whenever events or changes in
circumstances indicate that the carrying value of an asset may not be recoverable. Recoverability is
measured by comparison of the carrying amount to future net undiscounted cash flows expected 1o be
generated by the related asset. 1f such assets are determined to be impaired. the impairment to be
recognized is measured by the amount by which the carrying amount exceeds the fair market value of
the assets. To date, no adjustments to the carrying amount of long-lived assets have been required,

Goodwill, which represents the excess of the cost over the fair value of the net assets of entities
acquired by the Hospital, is tested for impaimment annually. or whenever events occurs or
circumsiances indicate the carrving amount may be impaired. Impairment testing is perforimed at a
reporting unit level. 1f the fair value of the reporting unit is less than its carrying amount, an
impairment loss is recorded to the extent that the fair value of the goodwill within the reporting unit is
less than its carrving amount. To date, there has been no impaimment of goodwill.

Restricted Cash and Investments, is comprised of collateral accounts required by certain lease
agreements (see Notes 6 and %)

Revenue Recognition: Revenue from medical services is recognized when the related service 13
performed.

Unit Based Transactions: The Hospiral accounts for unit based transactions with employses in
accordance with Statement of Financial Accounting Standards No. 123(R), Share-Based Pavment
(SFAS No. 123(R)), which requires companies to recognize the grant date fair value of unit options
and other equity-based compensation issued to employees in their income staiements.

Transaction Costs. comprisad of direct costs of raising capital in the amount of $34,298, were
recorded as a reduction of members’ equity in 2006.

Advertising and Promation Costs are expensed as incurred and aggregated $395.902 in 2007 and
$216,476 in 2006.

Income Taxes: The Hospital is a limited liability company which is treated as 2 partnership for
federal income tax purposes whereby income and losses are taxed directly 1o the members.
Accordingly, the accompanying consolidated financial statements do not include any provision for
federal or state taxes on income generaied by the Hospital,

]



NOTE 2 - GOING CONCERN UNCERTAINTY

The accompanying consolidated financial statements have been prepared assuming the Hospital will
continue as a going concern. The Hospital has experienced significant operating losses since
inception and its total liabilities are significantly in excess of its assets. As such, the Hospital is
dependent upon securing additional financing and/or capital to maintain adequate working capital.
The Hospital's operating cash flows are inadequate to sustain its operations. This situation raises
substantial doubt about the Hospital’s ability to continue as a going concern.

Although Management has devejoped a strategy that it believes will improve the Hospital’s future
financial perfonmance, the Hospital has continued to incur operating Josses. The Hospital's ability 1o
continue as a going concern is also dependent upon successfully marketing current services, attracting
additional skilled physicians and developing an orthepedic center utilizing the outpatient surgery
capabilities of the Hospital.

NOTE 3 - ACCOUNTS RECEIVABLE

At December 31, 2007 and 2006, accounts receivable-trade were comprised of the following:

2007 2006
Accounts receivable from patients, third-party payors and others $10,5310,690  § 3,696,351
Less: Allowance for contractual adjustments 3.958,274 2,404,290
Less: Allowance for uncollectible accounts 2.858.688 1,124,608

Accounts Receivable, Net $ 3.693.728 § 2167453

NOTE 4 - PROPERTY AND EQUIPMENT

A1l December 31, 2007 and 2006, property and equipment were comprised of the following:

2007 2006
l.easehold improvements § 47366 0§ 45,240
Computer equipment and software 318,606 381,409
Furniture, fixtures and equipment 13.453.225 13.470.220
14,019,197 13,896,869
Less: Accumulated depreciation 2.240.888 226,172
Property and Equipment, Net $11.778.309  $13.670.6%7

Equipment under capital lease aggregated $13,258,741 in 2007 and 2006, with related accumulated
amortization of $2.051,948 in 2007 and $157,842 in 2006. Amortization of equipiment under capital
fease is included with cepreciation.

NOTE 5 - GOODWILL

The following are changes in goodwill during the vear ended December 31, 2007:

Goodwill at beginning of vear 5 .
Goodwill reiated 10 the acquisition of a medical practice 893449
Goodwill at end of vear §...303 449



NOTE 6 - DEBT AND CREDIT ARRANGEMENTS

Short-term borrowings under a revelving bank line of credit are limited to the lesser of $5 million or
the Borrowing Base, as defined, of which $1.252,000 was borrowed and outstanding at December 31,
2007. Interest on borrowings is computed based on the Prime Rate, as defined, plus .5%, and is
pavable monthly, The interest rate in effect at December 31, 2007 was 7.75%. Borrowings are
secured by substamla}}} all of the Hospital’s assets. The line of credit, which was subject to renewal
in September 2007, requires the maintenance of certain financial and nonfinancial covenants. The
Hospital is currently in negotiations with the Bank to extend the terms of the agreement.

At December 31, 2007 and 2006, long-term debt was comprised of the following:
2007 2000
Line of credit. (A) $13,764.406

Note payable to employee in monthly installments of $2,900,
including interest of 6%, through October 2012. Unsecured. 143,518

Notes payable to the lessor of the Hospital facility in monthly
instaliments of interest only computed at 10.5% through 2021 at
which time all unpaid interest and principal are due and payable.
Unsecured.
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Note payable 1o a member. Repaid in March 2007, 965,154

Subordinated note payable 10 a member. Forgiven in 2007 (see Note 7). 842,75

Capital lease obligation payeable in three monthly installments of

$110,206 and eighty-one monthly installments of $220,413, inchuding

interest impured at 9.2%, thr ouch December 2013, The lease is

secured by the related equipment and by the personal guarantees of

certain members. 12.137.971
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28,278,393
Less: Current Maturities 1.586.239

Total Long-term Debt $£26,602.]
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{A) InMarch 2007, the Hospnal entered into a line of ¢redit agreement with the lessor of the
Hospital’s fam]:tv A maximum amount of $15,764,406 is available under the agreement, all of
which was borrowed and outstanding at December 31,2007, Interest on borrowings is payable
monthly and is computed at 10.3% through January 1, 2008, at which time the rate increases by
the greater of the Consumer Price Index or 2.3%. Effective March 1, 2009, the principal
balance will be payable in monthly installments based on 2 120- month amortization period.
Borrowings after March 2009 will be amortized over the remaining line of credit term.
Barrowings are secured by substantialiv all of the Hospital's assets, except those assets
securing the bank debt, The line of credit, which is subject 10 renewal in March 2012, requires
the maimenance of certain Mnancial and nonfinancial covenants.

L



NOTE 6 - DEBT AND CREDIT ARRANGEMENTS (CONTINUED)

At December 31, 2007, the future minimum capital lease payments and aggregate maturities of long-
term debt in each of the next five vears were as follows:

Capital Lease

Payable In Payments Principal

2008 $ 2,644,632 $ 1,621,038

2009 2,644,952 2,416,910

2010 2,644,952 2,879,558

2011 2,644 952 3,278,359

2012 2.644.952 15,233,211

Thereafter 2,644,952 2,749.319
Total Required Lease Pavinents 15,869,712
Less: Amount Representing Interest 3.731.741

Net Capital Lease Obligation $12.137.97

NOTE 7- MEMBERS’ EQUITY

Diring 2007, certain members sold their ownership interests in the Hospital’s common units to
another investor, who is a party 1o the management agreement with the Hospita] Sepa:; ately. the
member coniributed to members® equity the subordinated note payable of $1 million in e\chanoe for
the rejease of various debt guaranties of $4 million.

During 2006, members contributed $6,990,000 1o acquire 233 of the Hospitai’s common units.
Ceriain upits sold included warrants which provide that the member may purchase one additional unit
for $30,000 within the next 36 months. Twenty warrants were issued in 2006 in connection with this
agreement, all of which were outstanding at December 31, 2007. No warrants were exercised in 2007
or 2006, and no warrants were issued inn 2007.

The Menros Hospital, LLC Risk Pool was designed to reward those members who have provided
personal guarantees to assist with financing. In that regard, the Board allocated 50 profits interest
units to be distributed ratably among the participating members. The profits interesi units do not

inchude any voting or management rights.

NOTE 8 - RETIREMENT PLAN

The Hospital sponsors a 401(k) retirement savings plan for the benefit of substantially all of its
employees. Plan participants may elect to defer up to 75% of their annual compensation to the Plan
up to the maximum amount prescribed under the Internal Revenue Code. The Hospital is required to
make an annual matching contribution equal to 100% of each participant’'s contributions up to the
first 3%. The Hospital may also make discretionary contributions to the Plan. Retirement plan
expense was $93,959 in 2007 and $3.819 in 2006,



NOTE 9 - COMMITMENTS

The Hospital leases its hospital facility pursuant to a noncanceilable operating lease, which is subject
1o renewal in October 2020. The Jease agreement requires the Hospital to maintain a cash collateral
account of $3,727.500. The Hospital alse Jeases an administrative office building pursuant to &
noncancellable operating lease, which expires in April 2009. In addition. the Hospital leases certain
equipment pursuant to noncancellable operating leases, which expire at various dates through
September 2011, Certain equipment Jeases also require the maintenance of a cash collateral account
of $146,006 in 2007 and $141,730 in 2006. Rent expense incurred in connection with these leases
aggregated $3,834,527 during 2007 and $880,087 during 2006.

At December 31, 2007, the minimum future rental payments required under noncanceliable operating
leases were as foliows:

Payable In Payments
2008 $ 3,979,082
2008 4,067.926
2010 3,957.652
2011 3,940,120
2012 3,922,692
Thereafter 34.329.246
Total $34.1567.02]

In March 2007, the Hospital entered into a management agreement with a member. Pursuant to the
agreement, which is subject to automatic annual renewal in March 2012, the management agent will
provide certain management and administrative functions for which it will be paid a fee compuied as
2.5% of net collections, or if revenue exceeds $2 million, 3% of net collections. In addition, the
management agreement provides for an incentive management fee equal to 20% of annual EBITDA.
Total management and incentive management fees may not exceed 6% of the Hospital's revenue.
Amounts due under the management agreement are subordinated 1o the line of credit with the lessor
of the Hospital’s facility. Amounts paid under this agreement were $220,279 in 2007. At
December 31, 2007, the Hospital owed $81,280 in connection with this agreement.

NOTE 10 - RELATED PARTY TRANSACTIONS

Certain doctors and medical professionals are also investors in the Hospital. Total fees paid 1o these
related parties were $727,591 in 2007 and $0 in 2006, At December 31, 2007 and 2006, the Hospital
owed $63,571 and §5,000C, respectivelv, in connection with these services.

In 2006. a company owned by a member of management was paid $32.197 in connection with
various construction and maintenance services provided to the Hospital,

A company affiliated with the Hospital through commeon ownership paid certain payroli and other
expenses on behalf of the Hospital for which it was reimbursed $601,962 during 2006. At December
31, 2006. the Hospital owed the affiliate $16.917. There were no amounts due the affiliated company
ar December 31. 2007,



NOTE 10 - RELATED PARTY TRANSACTIONS (CONTINUED)

As of December 31, 2006, an affiliated company owed the Hospital $42,392. The amount was
written off during 2007.

The Hospital had a note receivable from a member with interest computed at 6%. The note, which
was unsecured, became due concurrently with the opening of the Hospital. At December 31, 2006,
the outstanding balance of the note was $136,327. The note was written off as uncoliectible during
2007.

The Hospital has evaluated its interests in other entities and management has determined that the
Heospital does not interact with a variable interest entity in which the Hospital would be considered
the primary beneficiary. Accordingly, the Hospital is not required to consolidate any other entities in
its financial statements pursuant to FASB Interpretation No. 46R, Consolidarion of Variable Interest
Eniities.

NOTE 11 - CONCENTRATIONS OF CREDIT RISK

At December 37, 2007 and 2006. the mix of receivables from patients and third-party payors was as

follows;
2007 2006
Medicare 21% 20%
Medicaid 9% 21%
Patients and other payors 70% 39%

100% 100%

NOTE 12 - CONTINGEXRCIES

In the course of normal operations, the Hospital is subject to various claims, assessments and
litigation that management intends to vigorously defend. The range of loss, if any, from these
potential claims cannot be reasonably estimated. However, management believes the ultimate
resolution of these matters will not have a material adverse impact on the Hospital’s business or
financial position.
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MANAGEMENT SERVICES AGREEMENT

THIS MANAGEMENT SERVICES AGREEMENT (this “Agreement”) is made
and entered mio as of March 7, 2007, between VIBRA ACUTE CARE, LLC, a Delaware
limited liability company (“Manager”) and MONROE HOSPITAL, LLC, an Indiana
limited liability company ("Owner”).

Introductorv Statement

Owmer is the operator of an acute care hospital known as Monroe Hospital
located at 4011 South Tiwari Boulevard, Bloomington, Indiana (the “Facility”).

Owner is leasing the building in which the Facility is located from MPT of
Bloomington, LLC pursuant to a certain Lease Agreement dated as of October 7, 2005
(the “MPT Lease”).

Owner and Manager are entering into this Agreement to set forth the general
terms by which the Manager will provide certain management services to the Facility.

NOW, THEREFORE, in consideration of the promises and covenants herein
contained and intending to be legally bound hereby, the parties agree as follows:

ARTICLEI
RETENTION CF MANAGER

11 Retention. For and during the Term (as defined in Article Il hereof) of this
Agreement, Owner hereby grants to Manager the sole and exclusive right, and employ
Manrager to provide certain management services set forth below.

1.2 Acceptance. Manager accepts such appeointment and agrees that it will (a)
perform its duties and responsibilities hereunder in accordance with Lh15 Agreement,
{(b) use commercially reasonable efforts to provide the management services set forth in
this Agreement in an efficient and cost effective manner and comply, inn all material
respects, with all applicable statutes, ordinances, rules and regulations established by
any governmental authority having jurisdiction over the Facility; and (c) consult with
Owner and keep Owner advised of all major policy matters relating to the Facility,
Subjec- to the foregoing and to the other provisions of this Agreement, inc]uding

herein specifically required as fo policies and marnner of opera‘ﬂon of the Fa
heve the primary control regarding the operations the Facility for all customary
purposes (incit udin g the exercise of its righis and performance of it

.'L' i
in Article IIT hereoﬂ.. All matters requiring professional medical ju
.?



remain the responsibility of the Facility’s Medical Staff and allied health professionals,
and Manager shall have no responsibility whatsoever for such judgments. For
purposes of any report or notice reguired or contemplated by this Agreement, "Owner"
shall include each Director of the Board of Directors of Monroe Hespital, LLC,

1.3 Acency Relationship, Itis expressly agreed by Owner and Manager that
Manager is at all times acting and performing under this Agreement as an agent of
Owher, and that no act, commission or omission by gither Owner or Manager shali be
construed to make or constituiste the other its partner, member, joint venturer or
associate, except to the extent specified herein.

14  Ownership. Owner chall be the Owner and/or holder of the respective
licenses, permits and contracts pertaining to the Facility, and shall be the “provider”
within the meaning of all third-party contracts for the Facility. Specifically, and without
Limitation, Owner shall own (2) the Medicare provider munbers, (b) the Medicare
provider agreements with the Centers for Medicare and Medicaid Services (CMS) and
(c) the Medicare certifications.

ARTICLEI
TERM

The initial term (the “Initial Term") of this Agreement begins on the date hereof
(the "Commencement Date”) and shall continue for a period of five vears (the
“Termination Date”) or such earlier Termination Date as provided for in Article VI
hereof. After the end of the Initial Term, this Agreement shall automatically continue
for additional one year term upon the same terms and conditions as are herein
contained, unless ninety (90) days written notice is given by Owner or Manager to the
other party prior to the end of the Initial Term or at the end of any of the successive one
year terms terminating this Agreement as of the end of such term. For purposes of this
Agreement, “Term” shall mean the Initial Term and any of the successive one year
ferms.

ARTICLE I
RIGHTS AND DUTIES OF MANAGER

S
to-day supervision and management of the Facility and provide the following services
regarding the operation of the Facility:




{i} ~ Tomanage, oversee and direct the hospital operations at the
Facility;

{{i}  To hire, promote, discharge, oversee, manage and supervise the
work of the Facility's chief executive officer, chief finandial officer, department
heads, medical directors and all operating and service employees performing
services in and about the Facility;

(iily To manage and oversee the Facility’s humen resources department;
provide guidance for personnel policies and guidelines; and negotiate, on
Owner's behalf and at Owner's expense, with any labor union lawfully entitled
to represent the employees at the Facility, but any collective bargaining
agresment or labor contract resulting therefrom must first be approved by
Owner who shall be the only person(s) authorized o execute the same.

{iv)  To supervise the maintenance and the undertaking of all alterations
and repairs at the Facility, and to prepare and submit to the Board, on an annual
basis, a list of, and a budget relating to, capital items to be acquired for, or altered
or repaired at the Facility, which budget shall include an allocation ror capital
purchases, alterations and repairs to be undertaken by Manager, af its discretion,
in the event of emergency or pressing need, the amount of which emergency
purchases shall not exceed $5,000 per quarter. In the event of emergency capital
purchases, alterations or repairs become necessary in order to preserve or
procure necessary licenses and permits to operate the Facility, Owner through its
Board, will convene promptly at the request of Manager, to authorize such
additonal expenditures as may be necessary to maintain necessary licenses and
permits. For purposes hereof, the determination of whether an expenditure
constitutes a capital item shall be made in accordance with generally accepted
accounting principles, consistently applied;

(v)  Subject to the approval of the Board, which approval shall not be
unreasonably withheld, to arrange for appropriate types, categories and amounts
of insurance to cover the real and personal property of the Facility, and 1o
supervise the actions of the staff in securing certificates of such insurance as may
from time to time be regquired;

{vi)  To direct the food service operation at the Facility, ensuring that
appropriate dietary requirements are met;

LEAY e mxrem ayeTri L oy iy o o £ ~1 L g wm by o wmem g ek §
11 To supervise the purchasing of 21k food su Yeg, pharmacsutical
: £ ! rr s

{v
supplies, medical supplies, materials and equipment incidental to the cperation
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(viii) To ensure that all appropriate governmental requirements or
regulations are satisfied or adhered to and that the Facility’s licenses and
certifications are maintained and to ensure the implementation of a corporate
compliance plan for the Facility;

(i)  To support and manage the Facility's information systems for the
following areas: Accounts Payable, Payroll, Financial Reporting, Marketing and
General Ledger;

(x}  To provide ongoing program development and management
consuliation;

(xi)  To direct and supervise the Facility’s marketing department or staff
in compliance with all applicable federal and state healthcare laws and
regulations;

(xii) To oversee quality management systems and their implementation,
including risk management, patent/ family satisfaction, licensing and
accreditation, and program evaluation;

{xiify Tohandle, on a timely basis, any negotiations and discussions for
the purpose of attempting to cure any defaulis that may exist with respect to
Monroe Hospital's contractual obligations (provided that the Manager shall have
no obligation to cure any monetary default except with Facility’s funds).

(b) In performing its duties under this Agreement, Manager may rely on the

recommendations of the Facility’s Medical Staff (and its designated committees) and
departmental chairpersons (collectively “Medical Staff”) relative to the quality of
professional services provided by individuals with clinical privileges.

113762

3.2 Pinancial Responsibilities. Manager shall:

(i) Oversee the preparation of an annual operating budget for the
Facility based on anticipated revenues and expenses at the Facility for the
approval by the Board and endeavor to cause the Facllily to operate within its
budget, notifying the Board as soon as practicable of all material changes or
deviations from the budgst projections, and making recommendations to the
Board concerning such changes ¢r deviations;

i) Ov
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summarizing Manager's actions and periormance hereunder and ensure the
Owner receives all sach reports on a timely basis; provided, however, that it shall
be the responsibility of Owner to solicit and retain, at the expense of the Facility,
certified public accountants to undertake the year end audit of the Facility’s
operations, and to cause said accountants fo issue their certified statements of
profit and loss and the balance sheet for the Facility and for Owner for each fiscal
year;

(ii)  Oversee the Facility’s billing office regarding the collection of alt
amounts due to the Facility from all sources, including, but not limited fo,
armounts due from the patients, and due under Medicare, Medicaid or other
governmental or private insurance programs (the "Recel rables”) and, if the
Board so determines, to retain on behalf of Owner, at the Facility’s Expense,
counsel to undertake liigation or similar action before any administrative agency
or board in order to collect any of the Receivables;

(iv) Review, when appropriate, the reserve requirements of Cwner’s
lenders or governmental agencies with jurisdiction over the Facility to ensure
that all such reserve reguirements are being met on a timely basis;

(v}  Oversee the preparation and filing of all reports, staternents of
affairs or records required by any federal, state or local government, or by any
agency thereof, with regard to the operations of the Facility or as may be
necessary to obtain reimbursements or funds therefrom, and shall ensure the
timely filing of same, provided that the retention of any third party for the
preparation of such reports shall be an expense of the Facility;

(vi) Oversee the payrell records for the Facility’s Staff;

(vif) Oversee the payment of, all accounts payable, and all arnounts
owing, by the Facility;

(vit) Select an appropriate financial institution to sexve as depository for
Facility’s funds and obtain Board’s approval to such depository, which approval
shall not be unreasonably withheld; and

(ix) Recommend to the Board appropriate parties to sign Eactlity checks
and obtain proper authorization for said parties to sign checks on behalf of the
Facility,

(81



sarvices, lab services, ancillary services, food service, accounting services, consuliing
services, and bookkeeping services. Prior fo entering into contracts with such persons,
Marnager shall provide information to Board of the purpose for entering into such
contracts, and shall provide the Board with such information regarding such coniracts
as the Board may reasonably request. Such contracts shall be subject to the approval of
fhe Board which approval shall not be unreasonably withheld, conditioned or delayed.

34  Lepal Matters. Manager will: (a) prepare or coordinate with outside legal
counsel for the preparation of documents for operation of the Facility, including
managed care contracts, supplier/ vendor contracts, service contracts, equipment leases
and other ancillary contracts; (b) prepare or coordinaie licensure and other regulatory
applications; (c) coordinate 21! litigation involving the Facility with local counsel or the
insurance company; (d) coordinate with local counsel on local law issues affecting the
Facility; (e} process working capital requests and apply for, negotiate and obtain letters
of credit; and (f) coordinate with local counsel to provide counsel to the Facility's
human resources department. The parties acknowledge that all outside counsel
expenses under this Section shall be an expense of the Cwmer and that Owner shall
retain the right to select such outside legal counsel or local counsel.

35  Other Management Services. Manager shall provide the Facility with
other services including ongoing consulting and training in key areas, such as
documentation, management systems, quality assurance, program evaluation, stasfing
effidency and expense control, and risk management, provided that the retention of any
third party to provide such services shall be an expense of the Facility.

36 Payment of Expenses. All expenditures of every kind required or
permitted by Manager under this Agreement are for Owner’s account (“Owner
Expendifures”), except for Manager’s Staff Services (described below). Manager is
authorized by Owner to pay all Owner Expenditures from Facility’s funds. Owner shall
pay directly {or reimburse Manager promptly if Manager advances funds for) any
Owner Expenditures not paid from Facility’s funds. Manager's “Staff Services”, which
are not reimbursable by Owner, means only the salaries and benefits of Mamnager's
officers and home office staff, as well as Manager's home office overhead.

Lo i



ARTICLETV
RIGHTS AND DUTIES OF OWNER

During the Term of this Agreement and subject to Owner's rights set forth in
Section 1.1 hereof:

41  Right of Inspection. Owner, which for purposes of this Section 4.1, shall
include all directors of the Board or members of the Owner with medical staff privileges
at the Facility, shall have the right to enter upon any part of the Facility at any time for
the purpose of examining or inspecting same. Owner shall direct formal inquiries
regarding operations, procedures, policies, employee relatons, patient care, and any
other matters concerning the Facility to Manager. Manager shall designate a
representative for the purpose of receiving and promptly responding to any such
inguiry.

42  Cooperation with Manager. Owner will cooperate in all reasonable
respects with Manager in operating and supervising the operations of the Facility.

43  QOperating Capital. Ownmer shall provide the Facility with such amount of
working capital as may be reasonably required from time to time for the operation of
the Facility on a sound financial basis (including the payment of management fees and
reimbursable expenses owed to Manager).

44  Capital Improvements. Owner shall provide the Facility such amount of
funds as may be required from Hme to time to make all necessary capital improvements
to the Facility in order to maintain and continue standards of operation of the Facility as
an acute care hospital.

45  Bupport Operadons. Owner shall provide and be responsible for
administrative services, staffing, information technology systems, financial and
accounting systems (including but not Hmited to billing, accounts payable, financial
reports, payroll and general ledger), and the signing of any reports or filings for the
Facility.

46  Insurance of Manager. (a) Manager shall procure appropriate insurance
coverage and any such policy issued by an insurer maintaining a minimum A.M. Best
rating of A-V1I, with the insurer domidled in the United States of America and shall
name Owner and MPT of Bloomington, LLC, each as an addifional insured, No
insurance may be maintained through “self insurance” unless approved n writing in
advance by Owner, Manager shall ensure that all entities retained or hired by it

- Py vy P . . —~
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{b) Manager shall submit 0 Owner a Certificate of Liability Insurance {CLI)
evidencing the coverage required herein prior to beginning any work for Owner. The
CLI must contain an ungualified requirement that the insurance company provide
Owner with 30 days written notice of any cancellation or lapse of said policy or any
alteration of the coverage limitations or any change to Owner’s additional insured
status of said policy. All policies must contain a watver of 2ll rights of subrogation
against Owner, This certificate must state at the bettom right hand corner underneath
the cancellation secton of the insurance certificate the exact following language:

Should any of the above described policies be materially
altered or cancelled before the expiration date thereof, Issuer
shall provide not less than 30 days writfen notice to Monroe
Hospital, LLC and MPT of Bloomington, LLC prior to any
cancellation or material alteration of said policy.

() The cost of such insurance coverage required by this Section shall be 2
reimbursable expense of the Manager.

47  Insurance of Qwner. (a) Owner shall obtain and maintain at its sole
expense liability insurance coverage as may be required by the MPT lLease, which
insurance shall cover the Owner and its employees or anyone engaged by or acting on
behalf of Owner at the Facility. Owner shall name Manager as an additional insured in
connection with such insurance.

(6) Owner shall submit to Manager a CLI evidencing the coverage required
herein prior to beginning any work for Owner. The CLI must contain an unqualified
requirement that the insurance company provide Manager with 30 days written notice
of any cancellation or lapse of said policy or any alteration of the coverage limitations or
any change to Manager’s additional insured status of said policy. All policies must
contain a waiver of all rights of subrogation against Manager. This certificate must state
at the bottom right hand corner underneath the cancellation section of the insurance
certificate the exact following language:

Should any of the above described policies be materially
altered or cancelled before the expiration date thereof, Issuer
shell provide not less than 30 days written notice to Vibra
Acute Care, LLC prior to any cancellation ar material
alteration of said policy.
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ARTICLEYV
CONMPENSATION

51  Managemeni Fees, Subject to Section 5.2 below, as full and exclusive
compensation for all of the services to be rendered by Manager during the Term, Owner
shall pay to Manager on the 15 day of each calendar month, beginning on April 15,
2007, at its principal office, or at such other place as Manager may from Hme to time
designate in writing a monthly fee (the “Management Fee”) equal to fwo and cne half
percent (2.5%) of Revenues of the Facility derived for each calendar month of the Term,
provided, however, that if the Revenues of the Facility meet or exceed Two Million
Dollars (52,000,000.00) for any full calendar month, the Management Fee shall increase
for such calendar month to three percent (3%) of Revenues of the Facility derived for
such calendar month, it being understood and agreed that to the extent Revenues of the
Facility drop below Two Million Dollars ($2,000,000.00) in a subsequent calendar month
the Management Fee shall be reduced to two and one half percent (2.5%) of Revenues of
the Facility for such calendar month. The Management Fee shall be calculated based
upon the estimated Revenues of the Facility for such month. The Management Fee shall
be reconciled on a quarterly basis based upon actual Revenues for the Facility. For the
purposes of determining the Management Fee, “Revenues” means all revenues
recognizable by Owner in accordance with GAAP, including, without limitation, all

patient and/ or resident revenues received or receivable for the use of, or otherwise by
rezson of, all rooms, beds, units and other facilities provided, meals served, services
performed, space or facilities subleased or goods sold on or from the Facility; provided,
however, that Revenues shall not include non-operating revenues such as interest
income or gain from the sale of assets not sold in the ordinary course of business; and
provided, further, that there shall be excluded or deducted (as the case may be) from
such revenues; (i) contractual allowances for billings not paid by or received from the
governmental authorities or third party payors, (if) allowances according to GAAP for
uncoliectble accounts, (iti) all proper patient or resident billing credits and adjustments
according to GAAP related to health care accounting, (iv) deposits refundable to
patients/ residents of the Facility and (v) provider discounts for hospital or other
medical facility utilization contracts.

52  Inceniive Management Fee. In addition to the Management Fee provided
for in Section 5.1 above, Owner shall pay Manager an incentive payment (“Incentive
Management Fee”) on an annual basis in an amoeunt equal fo twenfy percent {20%) of
EBTDA (as hereinafter defined) for a fiscal year; provided, however, that the sum of the
Incentive Management Fee and the Management Fee shall not exceed six percent (6%)
of Revenues of the Facility for any fiscal year. The Incentive Management Fee, if any,
shall ba paid by Owner to Manager within thirty (30) days after the end the first full
fiscal vear that the Owner has positive EBTDA, and then within thivty (30) days after
the end of each querter thereafter, The Incentive Management Fee chall be reconciled
on an annuzl bagis, As used herein, “"EBTDA” shall mean Owner's earnings before the
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deduction of taxes, depreciation and amortization, as determined in accordance with
generaily accepted accounting principles in the United States, consistently applied.

53  Reimbursable Costs. In addition to the Management Fee and the Incentive
Management Fee, Manager shall be reimbursed for any reasonable out of pocket costs
paid by Manager for insurance required by the Manager under this Agreement and the
travel, lodging and meals expense of the Manager’s home office staff that travel to the
Facility, Manager will provide receipts or other appropriate evidence of these expenses
at the time Manager seeks reimbursement.

ARTICLE VI
TERMINATION RIGHTS

6.1  Termination by Owner. {a) During the Term, Owner may terminate this
Agreement if requested or required by MPT of Bloomington, LLC or by MFT
Development Services, Inc. pursuant to a certain Subordination of Management
Agreement dated of even date herewith by Manager and Owner in favor of MPT of
Bloomington, LLC and MPT Development Services, Inc,, as the same may be amended,
modified and or restated from time to time.

(b} After the Initial Term of this Agreement, this Agreement may be terminated
at Owner's opton, without cause and for any reason, upon one hundred twenty (120)
days prior written notice to Manager.

(c) If at any time or from Hme o time during the Term Manager shall fail to
keep, observe, or perform any material covenant, agreement, term or provision of this
Agreement to be kept, observed, or performed by Manager, and such default shall
continue for a period of thisty (30) days after written notice thereof by Owner fo
Manager or, if such default is not subject to cure within thirty (30) days, such longer
period as may required to effect a cure, provided that Manager initiates certain action
within such 30-day period and thereafter is diligently end in good faith pursuing such
cure, then Owner shall have the right to terminate this Agreement immediately and
without any notice.

(d) In the event that MPT of Bloomington, LLC or MPT Development Services,
Ine., requests or requires the termination of this Agreement, or this Agresment is
terminated pursuant to subsection (¢), then Owner shall have no further obligations of
any nature to Manager under this Agreement.

6.2  Termination by Manager. If at any Hme from time to time during the
Term any of the following events shall cocur and not be remedied within the applicable
vericd of fime herein specified, namely:



(a)  Owner shall fail to keep, observe, or perform any material
covenant, agreement, term or provision of this Agreement to be kept, observed, or
verformed by Owner (except for a payment default described in Section 6.2(b) below)
and such default shall continue for a period of thirty (30} days after written notice
thereof by Manager to Owner;

(b)  Owner shall fail to make any payment required hereunder and
such default shall continue for a period of five (5) days after written notice from
Manager to Owner;

(¢)  The Facility or any portion thereof shail be damaged or destroyed
by fire or cther casualty and (i) Owner shall fail to undertake to repair, restore, rebuild,
or replace any such damage or destruction within forty-five (45) days after such fire or
other casualty, or shall fail to complete such work diligently, and {if) Owner shall fail to
permit Manager to undertake to repair, restore, rebuild, or replace, at Owner's expense,
any such damage or destruction within forty-five (45) days after such fire or other
casualty;

(d)  Owner shall apply for or consent to the appointment of a receiver,
frustee, or liquidator of Owner or of all or a substarntial part of its assets, file a voluntary
petifion in bankrupicy or admit in writing its inability to pay its debts as they become
due, make a general assignment for the benefit of creditors, fle a petition or any answer
seeking reorganization or arrangement with creditors or take advantage of any
insolvency law, or if an order, judgment or decree shall be entered by a court of
competent jurisdiction, on the application of a crediter, adjudicating Owner bankrupt or
appointing a recefver, trustee, or liquidator of Owner with respect to ail or a substantial
part of the assets of Owner, and such crder, judgment or decree shall continue unstayed
and in effect for any period of sixty (60) consecutive days; and

(2)  The Facility is no longer covered by professional liability and
general liability insurance policies; then in case of any such event and upon the
expiration of the period of grace (if any) applicable thereto, this Agreement shall
terminate at Manager's option and upon written notice to Owner. Notwithstanding the
foregoing, Manager may terminate this Agreement without cause and for no reasen
upon one hundred eighty (180) days prior written notice to Owner, which notice cannot
be given sooner than cne hundred eighty-five (185) days after the Commencement
Date.

nination. If either party exercises ifs opticn to
! d pay o the other

e terms of this Agreement within thirty (30} days
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and absent a termination made pursuant to 6,1(c), within thirty (30) days after the
effective date of termination of this Agreement pursuant to Section 6.2, Owner shall be
obligated to pay to Manager all accrued and unpaid Management Fees and a pro rata
portion of the Incentive Management Fees for the remaining Term, and the
reimbursable expenses of Manager, together with all accrued and unpaid interest
thereon, notwithstanding that available Facility’s funds may not be sufficient for such
purposes. All other rights and obligations of the parties under this Agreement shall
terminate {except as set forth in Article VII, Article VIII, Section 6.3 and Section 6.4
hereof).

64  Cooperation After Termination. Upon the expiration or earlier
termination of this Agreement, Manager shall cooperate fully with Owner in effecting
an orderly fransition to avoid any interruption in the rendering of the above-described
services to the Facility and, in such event, shall promptly surrender to Owner or New
Manager all keys, contracts, other documents and records maintained by Manager in
connection with the operations of the Facility as soon as practical but in no event later
than three (3) days from the termination date, In addition, upon the expiration o1
earlier termination of this Agreement, Manager shall return to Owner or new manager
of the Facility all original documents and all copies thereof, except for one copy which
Manager may maintain for record purposes only, which relate in any way to the
performance of services hereunder, and the operation and maintenance of the Pacility in
the possession, custody or control of Manager. For any requests of Manager made after
the termination date that do not involve obligations of Manager already required under
this Agreement but not as yet completed prior fo the termination date, Manager will be
reimbursed by Owner for any of Manager’s accrual and documented out of pocket
expenses incurred and will be reasonably compensated by Owner for any material
efforts made at the request of Owner.

65  No Personal Liability, The pariies hereto agree that the Hability of Owner
and Manager under the terms of this Agreement shall be limited solely to the assets of
Owner and Manager, it being intended that no officers, manager(s), director{s) or
shareholders of Owmer or officers, members or directors of Manager shall be deemed
personally liable for any judgment, costs or damages incurred by Manager or Cwner
hereunder.

ARTICLE VII
INDEMNIFICATION,; EXPENDITURE LIMITATION

7.1 Indemnification of Owner by Manager. Manager shall indemnify and
held Owmer and Owner's members, managers, officers, directors, employees and

¢iliates harmless from any and all claims, losses, judgments, damages, expenses and
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connection with, by reason of, or arising out of: (a) the breach or failure of any
representaton, warranty, covenant or obligation of Manager that is contained in this
Agreement or (b) any third party claims which are caused by Manager through any
negligent act or williul omission in connection with the performance of Manager’s
duties or obligations under this Agreement. Manager’s obligations under this Section
7.1 shall survive termination of this Agreement.

7.2  Indemnification of Manager by Owner. Owner shall indemnify and hold
Manager and Manager’s officers, directors, members, employees and affiliates harmless
from any and all claims, losses, judgments, damages, expenses and liabilites
whatsoever (including reasonable attorneys’ fees) incurred by any of them in
connection with, by reason of, or arising out of: (a) Manager's performance of services
or undertaking of responsibilities in compliance with the terms and conditions of this
Agreement, unless caused in whole or in part by Manager through any negligent act or
willful ornission in connection with the performa,nce of Manager's duties or obligaticns
under this Agreement; (b) the breach or failure of any representation, warranty,
covenant or obligation of Owner that is contained in this Agreement; or (¢) any damage
o property, or injury or death to persons, occurring in or with respect to the Facility
except cause by Manager through any negligent act or willful omission in conmection
with the performance of Manager's duties or obligations under this Agreement;
excluding, however, for clauses {(a), (b} and (¢) any matters covered by Manager's
indemnity under Section 7.1 hereof. Owner’s obligations under this Section 7.2 shall
survive termination of this Agreement.

7.3 Conirol of Defense of Indemnifiable Claims. The indemnified party shall
promptly notify the indemnifying party of any such claim and shall provide the
indemnifying party with all available evidence to enable the indemnifying party to
defend such claim. The indemnifying party shall have the sole and exclusive right to
select counse! and shall pay all expenses of the defense, including, without limitation,
attorneys’ fees and court costs. If necessary, the indemnified party shall join as a party
to the suit, but shall be under no obligation to participate except to the extent that such
pardicipation is required as a result of being a named party to the suit. The indemnified
party shall offer reasonable assistance to the indemnifying party in connection
therewith at no charge to the indemnifying party except for reimbursement of
reasonable out-of-pocket expenses incurred by the indemnified party in rendering such
assistance. The indemnified party shall have the right to participate and be represented
in any such suit by its own counsel at its own expense. The indemnifying party shall
not settle any such suit is such settlemeant would have an adverse effect on the rights of
the indemnified party without obrining the prior written consent of the indemmnified
party, which consent shall not be ﬁ:“rPa.so*-abW withheld, It 19 ’che intention of the
arties that, in the event
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the indemnifying party’s obligation hereunder, then the indemnified party shall be
entitled to recover its reasonable attorneys’ fees and costs incurred therein,

74  Limitation of Expenditure Obligation. Notwithstanding anything to the
contrary in this Agreement, but excluding Manager's indemnity obligations set forth in
Section 7.1 above, Manager shall have no obligation whatsoever to make any advance to
or for the account of Owner, or fo pay any amount contemplated for, or required of,
Manager under this Agreement, or to incur any expenditure obligation - whether
ordinary or capital - except to the extent that funds are available for such purpose {in
Manager's reasonable judgment) either from working capital or capital funds provided
by Owner or otherwise from the Facility’s funds. Moreover, if Manager so requesis,
from time to time, Owner shall sign, as principal, any contract or agreement which
Manager s authorized or required to execute pursuant o this Agreement to evidence
that Manager is acting solely as Owner's agent and not as principal.

ARTICLE VIII
CONFIDENTIALITY; NON-SOLICITATION

8.1 Properiv Interests / Confidentality of Manager's Confidential Information.

(2)  The technical systems, methods, policies, procedures and conirols,
copyrights, tradenames, trademarks, servicemarks, “know-how” and all other
intellectual property rights related thereto employed by the Manager (the “Intangible
Rights”) are to remain the property of the Manager and are not, at any time, o be
utilized, distributed, copied or otherwise employed or acquired by the Owner except as
authorized in writing by the Manager or except as may be required by law.

(b)  Ownmer understands and acknowledges that Manager has devoted
substantial time, energy and expense to developing a process and procedure to manage
and operate other healthcare facilities similar to the Facility, and that such processes,
procedures, Intangible Rights and the information and materials compiled or prepared
in connection therewith, including without limitation marketing plans of Manager,
business plans of Manager, pricing information of Manager, information on
competition of Manager, demographics of relevance to Manager, suppliers and
providers of services of Manager and financing arrangements of Manager (collectively
“Confidental Information”) are proprietary to Manager and the confidential
information of the Manager. Confidential Information as used in this subsection b}
does not include any information collected or prepared by Manager for the benefit of or
on behalf of Owner. Owner shall not disclose to any party any Confidential
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(c)  Effective upon a termination of this Agreement for any reasen
whatsoever, the Owner, and its officers, directors, managers, empiloyees and agents
shall not use any Confidential Information of the Manager for any purpose whatsoever,
including, but not limited to, use in connecton with the operaticn and management of
the Pacility.

(@)  The provisions of this Section 8.1 shall survive the expiration or sooner
termination of this Agreement.

B.2 Property Interesis/Confidengalitv of Owner's Confidential Informaton.

{a) Work Product. Work Prodnct means all work, ideas, inventions,
discoveries, processes and improvements, computer programs, specifications, operating
instructions, notes, technical drawings, designs and all related documentation (whether
or not patentable) created or first reduced to practice by Manager, alone or with others,
in conniection with the services provided to Owner under this Agreement.

(v)  Ownership of Protected Information and Work Product. Owner shall own
all rights, title and interest, including but not Limited to all intellectual property rights,
in and to all Protected Information and Work Product. To the extent that ownership in
such Protected Information and Work Product does not autornatically vest in Owner,
Manager hereby transfers and assigns to Owner all rights, title and interest which
Manager may have in such Protected Information and Work Product. Manager agrees
to complete and execute any other documents reasonably requested by Owner to
confirm the conveyance of all Protected Information and Work Product.

()  Use end Disclosure of Protected Information and Weork Product. Manager
acknowledges that it will be given access to Protected Information and Work Product in
connection with Owner's business and the operations of Owner. Manager further
acknowledges that Owner has devoted and will devote substantial time, money and
effort in the development of Protected Information and Work Product and in
maintaining the proprietary and confidential nature thereof. Manager expressly
acknowledges and agrees that the Protected Information and Work Product is
proprietary and confidential and that if any of the Protected Information and Work
Product were used or imparted to a person or entity that is in competition with Owrer,
such disclosure would result in hardship, loss, irreparable injury and damage to Owner,
the measurement of which would be difficult, if not impossible, to determine.
Accordingly, Manager expressly agrees that Owner has a legitimate interest in
protecting the Protected Information and Work Product and ifs business goodwill, and
that it {s necessary for Owner 1o protect its business frem such hardship, loss,

irreparable infury and damage. Manager further acknowledges that the preservation

and protection of the Protected Information and Work Product is an esseniial partof
Manager's duties and that Manager has a duiy of fidelity, joyalty and trust to Cwner in



handling the Protected Information and Work Product. Manager agrees that it will use
its best efforts, exercise utmost diligence and take all steps necessary to protect and
safeguard the Protected Information and Work Product whether such information
derives from Manager, other employees of Owner, or patients or referral sources of
Owner, that Manager will not, directly or indirectly, use, disclose, distribute, or
disseminate to any other person, entity, business or corporation or otherwise employ
the Protected Information and Work Product, either for Manager's own benefit or for
the benefit of another, except as required in the ordinary course of Manager's
engagement by Owner. Manager shall use such Protected Information and Work
Product only in the course of its duties to Owner under this Agreement and for no other

purpose.

(d)  Duty Not to Use or Disclose Affer Termination. These confidentiality
obligations shall continue as long as the Protected Information and Work Product
and/or records remain confidential (except that the obligations shall continue if the
Confidential Information is disclosed and loses its confidential nature through
improper means, incduding, but not limited to, any breach of this Agreement or
otherwise) and shall survive the termination of this Agreement.

{e) Ownership of Records and Copies. Any and all documents, records and
copies of records, including, but not limited to, hard copies or copies stored on a
computer or diek, e-mzil, databases, etc. perizining to Protected Informaticn and Work
Product that are made or received by Manager in the course of its engagement with
Mznager shall be deemed to be the property of Owner.

(£ Return Upon Termination. Upon termination of this Agreement, for any
reason, Manager shall immediately deliver to Owner all documents, records and copies
of records, including, but not imited to, hard copies or copies stored on a computer or
disk, e-mail, databases, etc. pertaining to Protected Information and Work Produact and
all other property of Owner in Manager's possession or under Manager's custody or
conirol.

g)  Violations. In the event of any violation of these confidentiality
obligations, Owner shall be autherized and entitled to obtain immediate and permanent
injunctive relief, as well as any other relief permitted by law. Manager waives any
requirement that Owner post a bond as a condition for obtaining any such relief.

(h) The provisions of this Section 8.2 shall survive the expiration or sooner
termination of this Agreement.
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with or for Owner, or to work with any person or entity with whom Owner become
affiliated.

84 Remedies. The partes agree that an aggrieved party who is the
beneficiary of any restriction contained herein may not be adequately compensated for
damages for a breach of the covenants contained in this Article VIII, and such aggrieved
party shall be entitled to injunctive relief and specific performance in addition to all
other remedies. If a court of competent jurisdiction shall finally determine that the
restraints provided for in this Article VIII, are too broad as to the activity, geographic
area or Hme covered, said activity, geographic area or fime covered will be reduced to
whatever extent the court deems necessary, and such covenant shall be enforced as o
such reduced activity, geographic area or ime period.

ARTICLE IX
REPRESENTATIONS AND WARRANTIES

9.1  Organizaton and Standing of Cwrer. Owner represents and warrants to
Manager that it is duly incorporated or organized, validly existing and n good standing
or its equivalent under the laws of the state of its incorporation or organization. The
Owner has the power and autherity to own the property and assets now cwned by it
and to conduct the business presently being conducted by it.

92  Absence of Conflicting Agreements. The Owner represents and warrants
to Manager that neither the execution or delivery of this Agreement, including all
Exhibits hereto, or any of the other instruments and documents required or
contemplated hereby and thereby (coliectively, the “Transaction Documents”) by it, nor
the performance by it of the transactions conternplated hereby and thereby, condlicts
with, or constitutes a breach of or a default or requires the consent of any third party
(except consents already obtained) under (a) its Articles of Organization or Operating
Agreement; or (b} to the best of its knowledge, any applicable law, rule, judgment,
order, writ, injunction, or decree of any court, currently in effect; or (¢} to the best of its
knowledge, any applicable rule or regulation of any administrafive agency or other
governmental authority currently in effect; or (d) any agreement, indenture, contract or
instrument to which it is now a party or by which its assets are bound.

93  Oreanizing and Standing of Manager. Manager represents and warrants
to Owner that Manager is a corporation duly organized, validly existing and in good
standing under the laws of the State of Delaware. Manager has the power and
guthority to own the property and essets now owned by it and to conduct the business

e



94  Absence of Conflicting Agresments. Manager represents and warrants to
Owmer that neither the execution or delivery of this Agreement, including ail Exhibits
hereto, or any of the Transaction Documents by Manager, nor the performance by
Manager of the fransactions contemplated hereby and thereby, conflicts with, or
constitutes a breach of or a default or requires the consent of any third party (except
consents already obtained) under (a) the organizational documents of Manager; or (b)
to the best of its knowledge, any applicable law, rule, judgment, order, writ, Injunction,
or decree of any court, currently in effect; or (¢ to the best of its knowledge, any
applicable rule or regulation of any administrative agency or other governmental
authority currently in effect; or (d) any agreement, indenture, contract or instrument of
which Manager is now a party or by which the assets of Manager are bound.

ARTICLEX
SUCCESSORS AND ASSIGINS

101 Assignmenis bv Manager. Manager shall have no right to assign this
Agreement to a wholly or majority owned subsidiary of Manages; znless Manager first
obtains Owner's written consent, which consent shall not be unreasonably withheld,
conditioned or delayed, and Manager shall remain responsible for its obligations
hereunder. Except as otherwise permitted herein, Manager shall have no right to assign
this Agreement.

102  Sale, Assiemment or Sublease by Owner; Related Matters. Any sale,
sublease, or assignment with respect io the Facility, other than to Manager, shall be
expressly subject to the terms and provisions of this Agreement and shall not relieve
Owner of its Hability or obligations hereunder, and Owner shall cause any purchaser,
assignee, or sublessee to deliver to Manager written acknowledgment of its agreement
to perform hereunder including the payment of the Management Fees described herein.

103 Binding Bffect This Agreement shall be binding upen the respective
successors and permitted assigns of the parties hereto and shall inure to the benefit of
and be enforceable by the parties hereto and their respective successors and permitted
assigns.

10.4 Subconiracting. The Manager may subcontract any of its management
responsibilities and duties under this Agreement to affiliates of the Manager, provided,
however, that Manager shall remain responsible and Habile for the fulfillment of all its
obligations and duties set forth in this Agreement.
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ARTICLE XI
REGULATORY MATTERS

111  Regulatorv Compliance. {a) General. Nothing in this Agreement or in
connection herewith (i) contemplates, requires or shall require or contemplate the
referral of any patient or the purchase, order or lease of any item or service from one
party or any affiliate of such party by the other party or any affiliate of the other party;
or {if} shall be construed as an offer or payment by one party or any affiliate cf such
party to the other party or any affiliate of the other party of any cash or other
remuneration, whether directly or indirectly, overtly or covertly, specifically for patient
referrale or for recommending or arranging the purchase, lease or order of any item or
service. The parties intend a.nd agree that all amounts paid under this Agreement are
intended to reflect and do reflect fair market value for the services rendered. No
amount paid or to be paid hereunder is intended to be, nor shall it be construed o be,

an inducement or payment for the referral of patients or for recormmending or
arranging the purchase, lease or order of any item or service,

(b} Represeniztions and Warranties, Each party represents and warrants that it
is and shall remain throughout the Term of this Agreement in compliance with ail
applicable federal and state laws and regulations related to this Agreement and the
services to be provided hereunder, including without limitation, statutes and
regulations related to fraud, abuse, false claims/statements, referrals, prohibifion of
kickbacks and the Health Insurance Portability and Accountability Act. The parties
further represent, warrant and covenant to each other that as of the date of this
Agreement, and for the Term, with respect to any federal health care program as
defined in sectdon 1128B of the Social Security Act (42 U.S.C. 1320a-7b(f)) or any State
health care program as defined in secion 1128B of the Social Security Act (42 UsC.
1320a-7b(h)) (collectively, the “Programs”™): neither (i) the representing part; ; (i) any
individual with a direct or indirect ownership or ceniral interest of five percent (5%) or
more of the representing party; nor (i) any director, officer, agent or employee of the
representing party; has ever been debarred, suspended or excluded {rom any Program.
Bach party covenants to immediately notify the other in writing if this representation is
no longer true, or i such party is sanctioned or has a civil monetary penalty levied
under any program.

{c) Severability. In the event that any clause or provision of this agreement is
determined to viclate or reascnably could be conszmued to viclate the Ant-Kickback
Statute, the Criminal and Civil False Claims Act, the Federal Self-Referral Statute (Stark
L or Stark 1), the Criminal False Statement Act, or any other provision relating to the
fraud and abuse compliance obligations of providers participating in the Medicare
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comply with the requirements of law, amending the Agreement, if necessary, in
accordance with the provisions contained in this Agreement. If the parties fail to reach
such an accommodation after ninety (90) days following a written request by either of
the parties to discuss such an accommodation, then either party may terminate this
Agreement upon thirty (30) days written notice, with no further obligations, financial or
otherwise, to the other party.

112 Access to Records. Until the expiration of four {4) years after furnishing of
services pursuant to this Agreement or other fime period reguired by applicable law,
Manager shall upon written request, make available to the Secretary of the Depariment
of Health and Human Services {FHHS), the Comptroller General, or any of their duly
authorized representatives, this Agreement, and any books, documents and records that
are necessary to certify the nature and extent of the costs incurred by Owner under this
Agreement. This provision will apply if the amount paid under this Agreement is
$10,000 or more over a twelve {12) months period. The availability of Manager's bocks,
documents and records will at all times be subject to such criteria and procedures for
seeking access as may be promulgated by the Secretary of HHS in regulations, and
other applicable laws. Manager’s disciosure under this provision will not be construed
as a waiver of any legal rights to which Manager or Owner may be entitled under statue
or regulation.

11.3 HIPAA. Asrequired by law, the parties shall exscute a Business Associate
Agreement in order to comply with the reguirements of the Health Insurance
Portability and Accountability Act ("HIPAA") Privacy and Security Rules.

ARTICLE XII
MISCELLANEOUS PROVISIONS

12.1  Netices. Any notice or communication by any party fo the other shall be
in writing and shall be given and be deemed to have been duly given, upon the date
delivered if delivered personally (including by commercial express service or by
facsimile transmission (with a copy sent by regular mail)) or upon the date received i
mailed postage pre-paid, registered, express, or certified mail, addressed as follows:

To Manager: Vibra Acute Care, LLC
4550 Lena Drive
Mechanicsburg, PA 17055
Attention: CEQ
Facsimile Number: 717-581-3710



To Owner: Monroe Hospital, LLC
4011 South Tiwari Boulevard
Bloomington, IN 47403
Atn: CFO

or to such other address, and to the attention of such other person or officer as any
party may designate in writing by notice. For purposes of this section, any notice
required or contemplated to be delivered to Owner by this Agreement must also be
delivered to each individual director of the Board.

122 No Parinership or Jeint Venture. Nothing contained in this Agreement
shall constitute or be construed to be or create a partnership or joint venture between
Owrer, its successors, or assigns on the one part and Manager, its successors, or assigns
on the other part. Notwithstanding the foregoing, the parties hereby agree that they
shall each have a duly to act in good faith and to deal fairly with the other party hereto.

123 Modifications and Changes. This Agreement cannot be changed or
modified except by another agreement in writing signed by Owner and Manager,

124 Understanding and Agreements. This Agreement constitutes the entire
understanding and agreement of whatsoever nature or kind existing between the
parties with respect to Manager's management of the Facility and all prior negobation
and agreements (if any) pertaining o the subject matter hereof are merged into this
Agreement.

125 Headings, Etc. The article and paragraph headings contained herein are
for convenience of reference only and are not intended to define, limit, or describe the
scope or intent of any provision of this Agreement. The Exhibits attached hersto form
part of this Agreement.

12.6  Approval of Consent. Whenever under any provisions of this Agreement,
the approval or consent of each party is required, the decision thereon shall be
promptly given and such approval or consent shall not be unreasonably withheld,
unless this Agreement expressly provides that a decision shall be made in a party’s sole
discretion, For all purposes under this Agreement, Manager shall determine solely
from the latest such notification received by it the person or persens authorized to give
such approval or consent. Manager shall rely exclustvely and conclusively on the
designation set forth in such notification, notwithstanding any notice of knowledge to
the contrary.

127 Governing Law. THIS AGREEMENT SHALL OE DEEMED TO HAVE
BEEN MADE ANDSHALL
ACCORDANCE WITH T
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REGARD TO ITS LAWS REGARDING CONFLICTS OF LAW, THE PARTIES HERETO
AGREE THAT ANY SUIT, ACTION OR OTHER LEGAL PROCEEDING IN
CONNECTION WITH THIS AGREEMENT SHALL BE BROUGHT IN THE STATE OR
FEDERAL COURTS OF THE STATE OF INDIANA. THE PARTIES HERETO WAIVE
ANY OBJECTION TO SUCH JURISDICTION AND VENUE IN ANY OF 5UCH
COURTS.

128  Enforceabilitv. Should any provision of this Agreement be unenforceable
as armnong the parties, such unenforceability shall not affect the enforceability of the
other provisions of this Agreement.

12.9 Counterpart and Facsimile Execution. This Agreement may be executed
in any number of counterparts with the same effect as if the parties hereto had signed
the same document. All counterparts will be construed fogether and shall constitute
one agreement. Signatures fransmitted by facsimile shall have the same effect as
original signatures.

1210 Subordination. The parties acknowledge and agree that notwithstanding
any provision hereof, all terms and conditions of this Agreement shall be subject to that
certain Subordination of Management Agreement dated of even date herewith by
Manager and Owner in favor of MPT of Bloomington, LLC and MFPT Development
Services, Inc,, as the same may be amended, modified and or restated from time to fime.

[REST OF PAGE INTENTIONALLY LEFT BLANK;
SIGNATURES OF FOLLOWING PAGE]
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T WITNESS WHEREOF, the parmes herein have execuied and delivered this

Managament Services Agreement 25 of the date first above wiitten.

115565

< By

MANAGER:

- VIBRA ACUTE CARE, LLC

BT-W
Name: Brad B, Hollinger ‘
Tile: President < (Seal)

OWHMNER:

MONROE HOSPTTAL, LLC

Nawme:

CTHle .- A __{Seal)-




IN WITNESS WHEREOF, the parties hereto have executed and delivered this
Management Services Agreement as of the date first above writter.

MANAGER:

VIBRA ACUTE CARE, T1C

By:

Name: Brad E. Hollinger

Tide: President (Seal)
OWNER:

MONROE HOBSPITAL, LLC

by Lot s -
Name: 2. Dawie L s RoSSal¥a/
Title: (e mun/ (Seal)

A
D



